
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the MattOK oft 

AN INVESTIGATION OF THE IMPACT ) 
OF THE FEDERAL ENERGY REGULATORY 1 
COMMISSION'S ORDER 636 ON KENTUCKY ) ADMINISTRATIVE 
CONSUMERS AND SUPPLIERS OF 1 CASE NO. 346 
NATURAL GAS 

O R D E R  

IT IS ORDERED that local distribution companies ("LDCs") and 

any other party wishing to address these issues shall file an 

original and 12 copies of responses to the following requests for 

information within 25 days of the date of this Order. 

1. Describe the LDC's experience during the 1993-94 heating 

season. Specifically include the following: 

a. What were peak day sales requirements? 

b. What were peak dag transportation requirements? 

c. What were peak day sources of supply? 

d. What problems did the LDC experience with its 

suppliers of gas? 

e. How often was customer-owned gas used to meet peak 

day supply? How many customers and in what volumes? 

e. Was pipeline capacity sufficient to the citygate to 

meet all sales and transportation demands without interruption on 

the distribution side? If not, how were these demands met and/or 

reduced? 



g. Waa distribution capacity sufficient to meet all 

sales and transportation demands without interruption? If not, how 

were these demands met and/or reduced? 

h. Were residentlal cuatomers interrupted? 

i. Were non-reeidential firm sales cuetomers 

interrupted? 

j. Were interruptible sales customers interrupted? 

k. Were firm transportation customers interrupted? 

1. Were interruptible traneportation cwtomers 

interrupted? 

m. What was the longest period oP interruption? 

n. Were the interruptions in accordance with the 

provisions for interruption outlined in the tariffs on file at the 

Commission? 

2. What was the LDC's load factor during the periods May 1, 

1993 through September 30, 1993 and October I, 1993 through 

April 30, 19941 

3. Describe what programs or actions the LDC has considered 

or taken regarding load shifting, load building, or rate design 

changes to fill any valleys or level any peaks in its load during 

the past five calendar years (1990 through 1994). 

4. Should LDC gas supply contracts be held confidential in 

whole or in part and why? 

5. Who benefits and who is at risk from confidentiality of 

gas supply contracts? 
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6 .  Who bonefits and who IR at risk from public disclosure of 

gao oupply contracts? 

7. If confidentiality of gas supply contract information is 

grantod, ohould it bo permanent or for some stated period of time? 

8. Rro minimum volume requirements for transportation 

conducivo to an opon access tranoportation policy? 

9. should minimum volume requirements for transportation be 

abolished? Why? 

10. What incramontal costs are involved in offering 

tranoportation oarvice to loads smaller than the currently approved 

minimums? 

11. What aro tho advantagee/disadvantagee of a case-by-case 

approach to approving minimum volume requirements as opposed to 

approving a goneric requieament for gas transportation? 

12. How might a reasonable generic minimum be determined? 

13. Theoretically, how small a load ie too emall for gas 

traneportation? 

14. How can an LDC maximize its firm pipeline capacity? 

15. What are the advantages/disadvantages of capacity 

roleaee? 

16. Can innovative oales servicee targeted at large-volume 

troneportation customore be as valuable to those customers as 

capacity releaoe? 

17. Is i t  reasonable for LDCs to hold year-around reserve 

margins of' capacity? 

a .  What is a reasonable capacity reserve margin? 
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b. How might it vary seasonally? 

c. How might it be affected by storage injections/ 

withdrawals? 

d. How is interruptible capacity considered in 

determining a capacity reserve margin? 

18. Describe how the LDC is accounting for capacity it has 

had assigned to it. Include the accounting entries made to 

recognize the assignment. 

a. How is the LDC valuing assigned capacity? 

19. How does the LDC propose to account for any revenues 

and/or purchases of released capacity? Include sample accounting 

entries for both the sale and purchase of capacity. 

20. Are incentive mechanisms appropriate for capacity 

release? Describe. 

21. What are the advantages/disadvantagee of release or 

assignment of storage capacity? 

22. What is the most appropriate method of pricing released 

capacity? 

23. To the extent the LDC has had unused,firm capacity on an 

interstate pipeline, has the LDC "marketed" any of its capacity to 

any of the LDC's large volume end-users prior to releasing such 

capacity through the pipeline's capacity release program? Have any 

of these customers proposed such a service to the LDC? 

24. What obligation should an LDC have to provide nales 

service to a customer that has chosen transportation service? 

25. What obligation should an LDC have to provide sales 
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service to a customer that has switched to an alternate form of 

energy? 

26. Should sales of system supply gas to transportation 

customers be made through standby or agency services only? 

27. What are the advantages/disadvantages of combination 

services (i.e., transportation service with the underlying right to 

"swing" back onto sales service)? 

28. Should a transportation customer be able to acquire eirm 

transportation capacity on the LDC's systom without a requirement 

to pay for standby gas supply or have an alternate fuel backup? 

29. Should all transportation customers classified a8 human 

needs be required to have an alternate fuel backup or be required 

to contract with the LDC for some level of gas supply in order to 

qualify Eor transportation on the LDC? 

30. Should transportation customers claesified as human needs 

be required to have firm delivery to the citygate in order to 

qualify for transportation on the LDC? 

31. Should a transportation customer be able to acquire 

interruptible transportation capacity on the LDC's system without 

a requirement for any type of standby or backup supply? 

32. Should the LDC be required to verify that an 

interruptible customer either has alternate fuel options or that it 

can withstand interruption? For what types of customere, if any? 

33. Ie inclusion in the utilities' tariff adequate or should 

interruptible contracts also address such issues as interruption 
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duo to oupply vorsus capacity constraints, compensation for use of 

cuotomor-owned gas, otc? 

34. In Administrative Cane NO. 297,' the Commission outlined 

priorities oP service Pinding that, in general, firm sales and firm 

transportation should always be awarded a higher priority than 

interruptible sales and interruptible transportation. The 

Commission further stated, 

It is reasonable that when a supply shortage 
develops, the one using that supply should be 
curtailed. If the shortage is in sales system 
gas supply, then the sale8 customers should be 
curtailed in order of priority given in 
approved curtailment procedures. If the 
supply shortage is in gas which the LDC merely 
transports, then the transportation customer 
or customers whose supply is diminished should 
be curtailed. 

Should the need €OK curtailment arise becauee 
of facility constraints, firm customers--be 
they sales or transportation--should have 
priority over interruptible customers. Within 
this division, priority should be assigned a B  
in the company's -approved curtailment 
procedures. 

Are these priorities of service consistent with 

cuntomers' expectations in today's gas industry? 

35. Do LDCs have the ability in place to know at any point in 

time, whero tho gas is coming from at each citygate delivery point 

and for whom that gas is being delivered? 

Administrative Case No. 297, An Investigation of the Impact of 
Federal Policy on Natural Gas to Kentucky Consumers and 
Suppliers, Order dated May 29, 1987. 

I 
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36. Under what circumstances might an LDC not deliver a 

transportation customers' gas which reaches the citygate? 

37. In response to the Commission's June 8, 1993 Order, non- 

LDC marketing/consulting companies raised the issue of an unlevel 

playing field between themselves and LDCs in competing for large 

volume end-user sales and transportation services. In particular, 

the issue of cross-subsidization of costa wan mentionedi between an 

LDC and its marketing affiliate; or, in the absence of an 

affiliate, with LDC personnel who perform marketing functions to 

serve large volume end-users with related costs being recovered 

from all ratepayers. 

a. Should an LDC and its marketing affiliate be 

required to separately maintain revenues and expenses related to 

sales versus transportation services? How? 

b. Should an LDC and its marketing affiliate be 

required to separately maintain revenues and expensos related to 

serving large volume end-users versus residential/small commercial 

customers? How? 

c .  Should an LDC without a marketing affiliate separate 

revenues and expenses related to serving large volume end-users 

from revenues and expenses incurred to serve the residential/small 

commercial market? 

3 8 .  Should there be a rebuttable presumption that competition 

exists in gee ealee service to large volume end-users and the 

existing regulation of such service be removed or replaced? 

Explain. 
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39. Describe the impact on the LDC of combining multiple 

delivery points on the LDC into a single delivery point for 

purposes of nominations and qualifying for transportation on the 

LDC. 

4 0 .  Recently enacted House Bill 501 enables a utility to 

propose demand-side management ("DSM") plana which include the 

recovery of DSM conts, revenues lost due to DSM programe, and 

financial incentives. Explain whether this statute removea the 

disincentives for engaging in DSM programs that may have exiated 

prior to its enactment. 

41. In response to Item 48 of the Commission's June 8, 1993 

Order, The Union Light, Heat and Power Company ("ULHrP") etated, 

Furthermore, given current pipeline capacity, 
reducing gas usage on both a peak day and 
annual basis through conservation may aim ly 

transportation to be re-allocated over a 
smaller volume thus requiring higher rates. 

a. Explain whether the statement posed by ULH&P 

cause the fixed costs for pipel T ne 

describes a short-term or long-term situation. 

b. Describe the process and likelihood of gas utllitiee 

reducing their contract demand by amounts equal to actual or 

projected reductions in customer gas usage resulting from the 

implementation of cost-effective D8M programs. 

c. Describe any means by which the LDC might defray the 

realLocation of fixed costs. 
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42. Deocrlbe how a gam utlllty will determino and domonatrato 

tho coot-offoctlvenooo oP propoood DBM programe undor the eollowlng 

ocenarloni 

A. DSM program&! 8f8 d8vOlopOd and avaluatad wlthln an 

lntogratad reoourco planning procaom, 

b. DSM programe are devolopod and ovaluotod outelde of 

an lntogratod resource planning proaaoo, 

43. Exglaln whothor It 1~ raaaonablo to dovelop and evaluate 

DSM pKOgrAmQ outnido oP a long-torm intograted roaourco plannlng 

$rocose, ln whloh a l l  eupply-eldo and domand-eldo rosourco 09tlons 

ara cone dered. 

44. Seation 115 of the Energy Pollcy Act  oP 1992 requlroa the 

Commies1 n to conoldor the lmplemantatlon of two foderal standarde 

by gas utilltioor intograted reoource planning and lnvoetmonts In 
conservatlon and domand managemont. A copy of this aectlon le 

agponded to thlo Ordor. 

a .  Diocuoa fully whathor or not tho Commlsalon 8hould 

imploment thooo standordo. 

b. Explain how the rocent anactmant of H O U B ~  Ulll 5 O L  

a f f e c t B  tho noed to implomont thoea etandardc~ I n  Kentucky. 

45. With tho unbundling of eorvicos In tho natural gcle 

induotry, l o  i t  pooolblo that aoma uont aavlngrr from a particular 
DSM program may not entirely Plow through to the LDC? If yea, how 

ohould thio be addreaeod In tho ooet-oPfectLvenea8 teats of 

proposed DSM programo? 
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46. Explain how a gas utility'e avoided costs ahauld be 

estimated. 

47.  Describe coat-effectivenaes teste that should be UaQd to 

evaluate potential DSPI programs. 

40. For calendar yaar 1993, liet aach storage field owned by 

the LDC by name and location (county)! and for  each month, list the 

amount of gas (Ncfs) injected and withdrawn. 

49. What months define the injection and withdrawal periods? 

50. For each field, provida the total amount of gasl injected 

during the most recent injactiotr period completedl tho amount oL 

working gas available on the firet day of the withdrawal period, 

and the percentage diffaranco between tho two amounts. 

51. For each field, provide the ending balance (Mcfa) at the 

conclusion of the most recent withdrawal period completed, and the 

percentage of working gas at that point in time raprasentad by the 

ending balance. 

52. During the most recent withdrawal poriod, wee0 the LDC's 

lines which connect each of the storage fields to tho distribution 

system nt capacity each day? If not, what was tho avoraga capacity 

on the lines per day and per month (by group per storage field)? 

53. During the moat recent injection period, war0 the LDC's 

lines which connect each of the storage fields to tho distribution 

oystem at capacity each day? If not, what was the avorage capacity 

on the lines per day and per month (by group per storage field)? 
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54. T h i u  pueetion ahnll be anewered by LQfiE. In responae to 

Itom 24(a) of tho Coininiauion'o June 8 ,  1993 Order, LG&E provided 

tho cost to operata and ninintaiir Ita storage fielda. 

a. Why etrould the operation and maintenance expenses be 

divided by total throughput? 

b. For puryoaaa otl datormininq ntorago field operation 

and maintenance coete, nhouldn't the throughput amount be only gas 

which is actually cyclad in end out of tho storage fielda? IP not, 

why? 

c, Why ahould throughput be limited to only wlth- 

drawalo? AronI t thoro oparations and niaintonance expenaefl rslatod 

to injaction of gas into etorago fields? 

d. Why ahould tranaportation volumoa be included in 

to ta 1 throughput 3 

55. Thio quaatlon ahall be annworod by WKG. In its responee 

to Itom 17(b) of thn Commiaeion'e June 8 ,  1993 Order, WKG stated it 

did not wiah to reduce lte lntarntato firm contraot damand with 

local productlon uinco ita "10041 production contracts I . . are 
unablo to Pully dollvor at tho lncroased prooouros . . . during 
poak condi t iono. 'I 

a. HOW muoh gre did WKQ purchaao from Kentucky local 

producaro dur lng calondar yoar 19931 How many producers? What 

percentago oP WKG'e 1993 purohaooo in roprcoented by purchases from 

Kentucky local produoare? 
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b. Do contracts between WKG and Kentucky local pro- 

ducers allow WKG to only purchase such gas during the heating 

season months (October - April)? 
C. What prevents WKG from purchasing gas from Kentucky 

local producers during the period May - September of any particular 
year? 

56. This question shall be answered by WKG. In response to 

Item 24 of the Commission's June 8, 1993 Order, WKG provided 

certain information related to its gas storage fields. WKG 

described the use of Kirkwood Springs as serving Princeton, Dawson 

Springs, and Cadii: during "extreme load requirements." 

a. Explain why the injection/withdrawal amounts were so 

low during 1991 and 1992. 

b. Does the difference between the field's working 

capacity (223,000 Mcfs) and its withdrawal/injection levels during 

1991 and 1992 mean the field is under utilized? 

c. Provide the derivation for the $O.O8/Mcf annual 

storage field average cost for operations and maintenance expenses. 

Done at Frankfort, Kentucky, this 17th day of August, 1994. 

PUBLIC SERVICE COMMISSION 
n 

ATTEST: 

-xli*y;e- 
Execut ve D rector 
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